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RESPONDENT REP. 3, Taxpayer Services Division

STATEMENT OF THE CASE

This matter came before the Utah State Tax Comanmisfsir an Initial Hearing pursuant to the
provisions of Utah Code Sec. 59-1-502.5, on May 2@10. Petitioner (the “Taxpayer”) is appealing
Respondent's (the “Division’s”) denial of refundsmineral production royalty withholding for taxases 2003
and 2004. The Taxpayer had claimed the refunditifly amended Utah S Corporation-Franchise orineo
Tax Returns on December 9, 2009. The amount offisad claimed on the amended 2003 return was$$$$
and the refund claimed on the amended 2004 retam$8$$$. The Division denied the refund by notice
dated January 28, 2010. The reason given by thisitm for denial was that the time to claim a reflor
credit for the 2003 & 2004 tax years had expired.

APPLICABLE LAW
Refund procedures are regulated by statute. Utale Sec. 59-1-1410(8) provides the following:
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Except as provided in Subsection (8)(b) or Secti®R-124, 59-7-522, 59-10-529, or 59-12-

110, the commission may not make a credit or refumdss a person files a claim with the

commission within the later of: (i) three yearsirthe due date of the return, including the

period of any extension of time provided in stafotdiling the return; or (i) two years from

the date the tax was paid.

The laws regarding mineral production tax withlddare set out at Title 59, Chapter 6, Sec. 59-6-
102 in pertinent part provides:

(1) Except as provided in Subsection (2), eachyredshall deduct and withhold from each
payment being made to any person in respect tauptimsh of minerals in this state, but not
including that to which the produced is entitled aaount equal to 5% of the amount which
would have otherwise been payable to the persatieghto the payment.

(3) A claimant, estate, or trust that files a takurn with the commission may claim a

refundable tax credit against the tax reflectethertax return for the amount withheld by the

producer under Subsection (1).

The Mineral Production Tax Withholding Chapterogtsovides at Utah Code Sec. 59-6-104(1) the
following:

To the extent that following are consistent witts thapter, the commission shall administer
this chapter in accordance with: (a) Chapter 1,6eT axation Policies; and (b) Chapter 10,
Part 4, Withholding of Tax.

DISCUSSION

The representative for the Taxpayer explaineditteal axpayer had overlooked the fact that mineral
producers, who were sending the mineral produgtayments to the Taxpayer, were withholding taxeken
payments. This was the reason the credits haba®st previously claimed. The Taxpayer does niutiés
that this claim for refund of the withholding cresdhad been submitted beyond the general threstatate of
limitations set out at Utah Code Sec. 59-1-14106weVer, it was the Taxpayer’'s position that thist$lection
did not govern in this case, that the applicatdéust of limitations was the six year provision@etat Utah
Code Section 59-5-114(2). The Taxpayer’s reprasientargued that 59-1-1410 was the general stafute
limitations, and 59-5-114(2) was the specific psomi relating to mineral production.

The Division argued that the applicable statutéwifations was the three year period providedrior
Utah Code Sec. 59-1-1410 and that Sec. 59-5-1(@)ed only to severance tax.
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Upon review of the statutory provisions cited by garties, the Division is correct that the ap/bliea
statute of limitations is the three year periodviied at Sec. 59-1-1410. Chapter 5 Severance mailp
Gas, and Mining are separate statutory provisibasprovide a severance tax on oil, gas and otlivesrad
mining at various percentage rates. A specifidtéitions period is provided in that chapter at 5918(2),
which allows a six year period to claim a creditefund of the severance tax. However, in this endtefore
the Commission the issue is not governed by Chdptéris under Chapter 6, Mineral Production Tax
Withholding. Utah Code Sec. 59-6-102(3) allowdadneant to claim a refundable tax credit againetttx
reflected on the tax return for the amount withh@jdthe producer. Section 59-6-104(1) of that thap
specifically provides that the chapter is to be mistered in accordance with Chapter 1, Generahfiax
Policies. Itisin Chapter 1 that the generalf&tidons period for claiming a refund or credit58t1-1410, is
found. There is no reference in Chapter 6 to feifnt limitations period or that incorporates éx¢ended
limitation period provided under Sec. 59-5-114.

Therefore, the express language of Utah Code Se8-1%4 incorporates the provisions of Chapter 1,
and the applicable limitations period for refundieéd mineral productions withholding credit is theee year
period provided at 59-1-1410.

Jane Phan

Administrative Law Judge

DECISION AND ORDER

Based on the foregoing, the Taxpayer’s requestefond for the 2003 and 2004 tax years are hereby
denied. Itis so ordered.

This decision does not limit a party's right toosriral Hearing. However, this Decision and Orddir wi
become the Final Decision and Order of the Comuissnless any party to this case files a writteuest
within thirty (30) days of the date of this decisitw proceed to a Formal Hearing. Such a requnedi Ise
mailed to the address listed below and must incthdePetitioner's name, address, and appeal number:

Utah State Tax Commission
Appeals Division
210 North 1950 West
Salt Lake City, Utah 84134

Failure to request a Formal Hearing will precludg turther appeal rights in this matter.
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DATED this

R. Bruce Johnson
Commission Chair

D’Arcy Dixon Pignanelli
Commissioner

JKP/10-0284.int

day of

, 2010.

Marc B. Johnson
Commissioner

Michael J. Cragun
Commissioner



